UNITED STATES
POSTAL SERVICE @

Network Optimization

Industry Association

Conceptual and Pre-decisional



UNITED STATES

IR Network Optimization Overview

Network Evolution

Volume Realities

Plan for Change

Next Steps

Conceptual and Pre-decisional



UNITED STATES

FOSTAESERVICES Network Evolution

1970 1980 1980 2000 2010
o 2000 | 2

1700s - 1970

4

Post Office Served as Main 1980 — 1990 Decade 0
Distribution Hubs Increased Use of Network Redesigr
Automation
1970 1990 — 2000
Postal Reorganization Act Letter Mail Sequenced
~ 2,000 Mail Processing Increased Facility Footprint

Locations _
« 1993 — Last time USPS

was at 170B pieces

* Since 1993 — 140 facilities
constructed or expanded with
capital cost exceeding $10M

Conceptual and Pre-decisional



UNITED STATES

FOSTAESSRYESS A Decade of Network Redesign
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POSTALSERVICE s Network Design — Volume Reality
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FONTASSERVEES Network Design — A New Reality

Beyond 2011 Network Realities

= First-Class Mail drives the network requirements

- Current operating windows in place support overnight
service

= Total First-Class contribution will continue to erode
and will not support the network infrastructure
moving forward

= First Class Network Redesign iIs necessary to develop
an infrastructure to support the mail volume realities
of the future
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FOSASSERUCES Plan for Change - Objective

= Define the most efficient mail processing
network and infrastructure to match the

current and projected workload

- Determine optimal plant locations based on volume
and current facility infrastructure

- Develop an operating plan to fully utilize equipment
pased on a full operating day

« Determine service standards based on the
redesigned network
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rosuservices —— Plan for Change — Current Operations

= Network infrastructure is driven by operating windows
which are constrained to meet current First-Class Mail
overnight service commitments
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rosmrservices  Plan for Change — Service Standard Changes

= Revise service standards and entry times to
realize full facility consolidation opportunities
through operating window changes

- Longer processing windows allows significant
equipment and facility consolidation

= Network impact is significant

= Reduce network transportation as a result of
facility consolidation
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POSTAL SERVICE & Plan for Change — Timeline

TIME LINE - NETWORK CPTIMIZATION

09/2011 10/2011 1/2012 2/2012
Advanced File Service Standards Earliest Date for Publish Final Rule,
Notice of Case with PRC/ A PRC Opinion Earliest revision to
Proposed Publish Proposed Service Standards,

Rulemaking Rule Earliest

Implementation
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Industry Engagement Next Steps

Phase 1. Conceptual briefings
- Aug 10 - Industry Association Executives meeting
e Aug 11 - MTAC leadership meeting
e Aug 17 — MTAC general membership meeting

Phase 2: Solicit general comments from industry

- Aug 18 — Break-out discussions with MTAC membership
- Aug to Sept — Meetings with industry associations/mailers

Phase 3: Solicit specific comments from specific mailers

- Sept to Oct — Meetings/webcasts with industry associations/
mailers

Key dates: Sept 2011 — Advanced notice published in Federal Register
Sept 21, 2011 — PCC Day
Sept 28, 2011 — Industry Association Executives meeting
Oct 2011 — File with PRC / Proposed rule published
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